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RULES AND REGULATIONs-1962
as grounds for the denial of an application unless fully justified. The burden
shall always rest upon the applicant to justify their issuance. The following
will be included among standards in determining justification and whether
such options or warrants are unreasonable within the intent and meaning
of the South Carolina Uniform Securities Act.
Employee Stock Purchase Plans will be considered justified if reasonable
in method of exercise and if the total number of shares reserved for options
to all persons excluding the purchasers of securities does not exceed 20%
of the shares to be outstanding at the conclusion of the offering (not in-
cluding the shares reserved for options).
Restricted Stock Options to Management for incentive purposes will be
considered reasonable if all of the following conditions are met:
(a) they do not exceed ten years' duration;
(b) the exercise price is equal to at least 95% of the public offering price
or of the fair market value at the time the options were granted;
(c) payment is in cash;
(d) the number of shares reserved for options to all persons excluding
the purchasers of securities does not exceed 20% of the shares to be
outstanding at the conclusion of the offering (not including the
shares reserved for options).
Options to Underwriters will not be considered unreasonable if all of the
following conditions are met:
(a) they do not exceed five years' duration;
(b) the initial exercise price is at least equal to the public offering price;
(c) there is a step-up in price of at least 10% per annum after the first
year, or as an alternative a single step-up of 30% at any time, the
election to be made at the time of issuance;
(d) payment is in cash;
(e) they are issued to the managing underwriter under a firm trider-
writing agreement and are not assignable or transferable;
(f) they are issued by a relatively small company in the promotional
stage where it appears from all of the facts and circumstances that
the issuance of such options is necessary to obtain competent bank-
ing service;
(g) the number of shares reserved for options to all persons excluding
the purchasers of securities does not exceed 20% of the shares to be
outstanding upon conclusion of the offering (not including the shares
reserved for options).
Authority.
Section 306(a) (2) (F) of the South Carolina Uniform Securities Act
empowers the Securities Commissioner to deny, suspend or revoke regis-
tration of securities if it is found that "the offering would be made with
unreasonable amounts of underwriters' and sellers' discounts, commissions,
or other compensation, or promoters' profits or participatiol, or unreason-
able amounts or kinds of options".                   .
Section 412(a) of the Act empowers the Securities 'Commissioner to
.make such rules, as are necessary to carry out the provisions of the Act,
including rule . g6verning registration Statemeits, applications and reports,
"iiddMfiring any terms whether'ornot used in the Act. '


